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SUBJECT: MINISTER OF FINANCE COMMENTS ON IMF RECOVERY PROGRAM 
FOR EGYPT, SHORT TERM PROSPECTS 

1 . DURING MEETING WITH MINISTER OF FINANCE ABU 
ISMAIL ON AUGUST 19, OMB REP SANDERS OBSERVED 
INTER ALIA THAT IMF SEEMED TO BE UNDERSTANDING OF 
EGYPT'S PROBELMS. ABU ISMAIL QUITE VISIBLY DISAGREED. 

HE SAID HE HAD TOLD IMF IN JANUARY (1976) THAT 
MEASURES IT WAS REQUESTING WERE NOT POSSIBLE 
POLITICALLY UNTIL AFTER OCTOBER ELECTIONS. DESPITE 
THIS, IMF HAD PUSHED REFORMS. GOE HAD IMPLEMENTED 
FOUR OR FIVE OF TEN POINTS OF PROGRAM BUT COULD 
NOT GO ANY FURTHER AT THIS TIME WITHOUT HURTING 
GOVERNMENT IN ELECTIONS. HE SAID LEFTISTS WERE 
ALREADY CRITICIZING GOVERNMENT FOR STEPS IT HAS 
TAKEN, WHICH HAVE RESULTED IN SLIGHTLY HIGER 
PRICES FOR SOME COMMODITIES. ABU ISMAIL STRESSED 
THAT THESE ARE TO BE FIRST FREE ELECTIONS IN EGYPT 

IN MANY YEARS AND GOVERNMENT CANNOT PUT ITSELF 
AT DELIBERATE DISADVANTAGE; THIS POINT WAS 
FURTHER EMPHASIZED DURING MEETING WITH UNDER- 
SECRETARY ABU RIZK AND OTHER MINFIN STAFFERS. 

2. ABU ISMAIL SAID THAT MOST IMPORTANT ITEM FOR 
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WHICH HAS BEEN RISING RECENTLY. HE SAID THAT 
BECUASE OF LOWER COMMODITY PRICES (PARTICULARLY 
WHEAT, 1976 IMPORT BILL WOULD BE LE 300 MILLION 
LOWER THAN 1975 (THIS IS FOR COMMODITY IMPORTS 
ONLY AND NOT OVERALL FOREIGN EXCHANGE EXPENDITURE 
WHICH WILL BE HIGHER THAN LAST YEAR'S). IF PRICES 
RISE AGAIN IN SECOND HALF 1976 AND IN 1977 SITUATION 
WILL BE VERY SERIOUS. NEXT 18 MONTHS WILL BE VERY 
DIFFICULT, HE SAID, AND ONLY WAY EGYPT CAN SURVIVE 
IS WITH OUTSIDE HELP. AFTER 1977, ECONOMY WILL 
BEGIN TO BRING ITSELF INTO EQUILIBRIUM, ALTHOUGH HE 
DID NOT SAY HOW THIS WOULD BE ACCOMPLISHED. 

3. IN FOLLOWING MEETING WITH MINFIN STAFF, 

OFFICIALS SAID THAT AMERICAN LONG-TERM QUARANTEE 
OF LARGE WHEAT SUPPLY WOULD BE MOST HELPFUL 
CONTRIBUTION U.S. COULD PROVIDE IN HELPING TO 
ASSURE EGYPTIAN ECONOMIC PROBLEMS SOLVED. 

FYI: DETAILED COMMENTS ON EGYPTIAN SUBSIDY PROGRAM 
FOLLOW SEPTEL. 
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